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Democratic Party of Oregon

Democracy in Action
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q .
September 3, 2002 MUR # 5 g 6? ? o
Lawrence H. Norton, Esq. ::) ,
General Counsel n
Fecderal Election Commission =
999 E Street, NW s.;

F

Washington, D.C. 20463
RE: FEC Violation Complaint — U.S. Senator Gordon Smith (R-OR} .

Dear Mr. Norton:

;{ This complaint asserts that Senator GQtd(m Smtté—has v;Qlated theFederal Eleciior

Campaign Act (the “Act”), 2 U.S.C. §§ 431 et seq., and related regulatios ; o’

| the Federal Election Commission (“FEC or the “Commission”), 11 C.F.F
_ §§ 100 l et se __g(_ The rclecog‘d demonstratcs that hc; has brolﬁeg ,t}_'x; lgw oty

.v}@b CATE DT T T ERGENE nr"‘ "f-ar‘u; Peus L mope

1., Senator Smith violated the Act on October 31, 1995 whgn he secy :d 1
$2 xmlhon .\mcollaterahzed ling.of cnedlt f,rom US Bank to his 199 ;
U.S. Senate campalgn,

4 ‘(l

L2, Senatar Smrth v1olated the Act  on October 31, 1995 when he aceepted 1, ¢,

£ 1y

| R aforementioned ann with an mterest rate setito.the Prime.Rate;which it

considerably lower than the rate gwcn to the average borrower;
WORTUAERTATG Y o
We urge the Commission to immediately investigate Senator Smith's egregiou
violations of Federal Election law.

DISCUSSION

1. Uncollateralized Loan

“anpogn CT NN o ST T

" [T 633/ KR S ri, 3 o | %
FEC law requires that loans must be made $'ona l;asxs whiclassures-repaymen
This-may be aq.comp}ished through collateral, guarantees or endorsements; or gl :dge

of future recexpts See 11 C F R § 100.7.
The $2 rmll&on loan,Smlth rcqe}ved from US Ban}c or his 1996 UJ,S. Senate

: campaigh'was'made without the reqmred cotlateral guarantees or endorseme,m

pledge of future receipts to assure repayment. ‘Collateral listcd on the Sthedule = '- |

' completed by US Bank is “Historical and anticipated eamings as president of S L.lt
. Frozen Foods and/or sale of personal agsets,” " No a;i;huonal collateral is listed ,
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the loan. “Historical and anticipated earnings as president of Smith Frozen Foc iz
and/or sale of personal assets” do not meet thc Act’s requirements for a loan. { 1der
the terms of the Act, a lender must specifically identify collateral equal in dolla -
value to the amount of the loan. The lender is required to “establish a ‘perfecte i
security interest’ in the collateral.” See 11 C.F.R. 100.7(b)(11)(i)(A)(1). Becai ;& f
the ambiguity of both the dollar value and content of the collateral pledged by I it
to U.S. Bank, it is evident that no security interest was perfected, and no specifi..
dollar value of the assets pledged was ascertained. Therefore, becausc the loan vas
not made on a basis which assures repayment, the loan is in violation of the Ac!

2. Favorable Rate of Interest

FEC rules prohibit candidates for public office from receiving a more favorabl¢ rat.
of interest on a loan than ordinary customers would receive for the same loan.
Specifically, FEC rules statc that the loan must bear “the bank’s usual and custr. yaiy
interest rate for the category of loan involved.” See 11 C.F.R. § 100.7(b)(11).

The interest rate on the $2 million loan Smith received from US Bank for his 1¢7§
U.S. Senate campaign is listcd as the Prime Rate, which is considerably lower t"an
the rate given to the average borrower. This Jow rate could potentially_ save Sei ator
Smith tens of thousands of dollars in interest over the life of the loan.

Of additional note, US Bank has a history of providing Scn. Smith with campai. 1
support. In fact, US Bank was the third largsst contributor to Smith’s campaigi
between 1995 and 2000, donating $25,149 to Smith’s campaign during that tim..
US Bank’s support of Sen. Smith, in conjunction with the favorable rate of inte :st
he has reccived on what was effectxvcly an uncollateralized loan, raises serious
questions as to the equity of the loan obtained by Sen. Smith.

I will appreciate your looking into these issues, and taking whatever action o
deem necessary and appropriate. Thank you for your prompt attention to 1 hi
correspondence.

“hair, Democrauc Party of Orego .
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STATE OF OREGON )
) sS.
COUNTY OF MULTNOMAH )

SUBSCRIBED AND SWORN to before me this ﬂ day of Ol ,2.02.

My Commission Expires:

10- 10-05




